S CONCHO

CERTIFIED MAIL &
FEDERAL EXPRESS

April 9, 2015

Mitchell Cappadonna
3838 Pinemont
Houston, TX 77018

Re: Well Proposal — Stove Pipe Federal Com No. 2H
W/2 E/2, Section 6B-7G -T255-R35E: Unit Area

SHL: 190° FNL & 1980’ FEL, or a legal location.in Sec 6 UnitB
BHL: 2310’ FNL & 1980' FEL. or a legal location in Sec 7 Unit G
Lea County, New Mexico

Dear Sir/Madam:

COG Operating LLC (COG), as Operator, proposes to drill the Stove Pipe Federal Com No. 2H
well as a horizontal well at the above-captioned location, or at a legal location as approved by
the governing regulatory agency, to a TVD of approximately 12,663’ and a MD of 20,113 to test
the Bone Spring Formation (“Operation”). The total cost of the. Operation is estimated to be
$11,403, 600.00 and a détailed descnptlon of the cost is set out in the enclosed Authority for
Expendlture (*AFE"), ,

COG is’ proposung to drill this well under the terms of the miodified 1989 AAPL form of Operating
Agreement which is enclosed for _your review and approval The Operating Agreement covers
W/2E/2 of Section 6 and W/2NE/4 of Sectlon 7 T2SS-R35E It has thé following general
provisions: ,

. 1(_)0.(_300;Non-_00nsehting Penalty
$7,000/$700 Drilling and Producing Rate™ ™ -
» COG Operating LLC named as Operator

if you do not wish to participate-in the Operation, COG would like to lease your minerals under
the following general terms:_ _ _

e $750/Net Mineral Acre
e« 3Yr. Primary Term
¢ Delivery of an 80% NRI, proportionately reduced {1/5 Royalty)

Please indicate your participation election in the space provided below, sign and return this
letter, along with a signed copy of the enclosed AFE and a copy of your geologic well
requirements. A self-addressed, postage paid envelope is enclosed for your convenience.
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& CONCHO

If you have any questions, please do not hesitate to contact the undersigned at 432-221-0465.

Respectfully,
Mike Wallace
Senior Landman
IWe hereby elect to participate in the Stove Pipe Federal Com No. 2H,
|//We hereby elect not to parﬁcipate in the Stove Pipe Feral Com No. 2H.
Company or

Individual Name: Mitchgll Cappadonna

By:
Name;
Title:
Date:




COG OPERATING LLC

AUTHORITY FOR EXPENDITURE
DRILLING
WELL NAME: STOVE PIPE FEDERAL COM #2H PROSPECT NAME: BULLDOG 2535 (7171068)
SHL: SEC 6. 190 FNL & 1980 FEL STATE & COUNTY: New Mexico, Lea
BHL: SEC T: 2310 FNL 8 1980 FEL OBJECTIVE: DRILL & COMPLETE
JFORMATION: TH BSSARD BSS DEPTH: 20,113 PH-TD: 13 500
LEGAL: B-255-35E TVD: 12,663
INTANGIBLE CO§TS BSE AcP TOTAL
Tite)CuraBvaPenmi 01 11,000 11,000
Insurance 202 5,000 202 3,000
DamagesRight of Wy _ 7 5,000 309 5,00
w!ﬁ Location 204 T.000 304 7,000
LocationPis/Ficad Expense 205 00,000 305 25.000 113,000
Driltng / Corphtion Gverhwiad 206 9,000 308 9,000
Tumkay Contract 207 0 307 [
Footage Contract 208 o 308 [}
Daywork Canfract e 1.200.000 309 1,238,000
Directional Oriling Services 210 306,000 310 306,000
Fuel & Fower n 181,000 311 10,000 171.600
Water 212 24,000 312 330,000 384,000
Bits 213 88,000 213 4,500 90,500
Mud & Chemicals 214 186,000 214 25,000 211,000
Dridl Stem Tent 213 g 315 ")
Cofing & Anahysts 218 o o
Cement Suface 217 31,500 31,500
Cament intermadiate Fall 58.500 53,500
Cement 2nd Inbarmediate/Procuction Fal ) 135,000 3 135,000 270,000
Cemant Squsers & Other (Kickoft Plug) 20 50000 320 o 50,000
Float Equiroant & Contrazecs El 12000 a2t 32,000 4,000
Caaing Crwws & Ggupment wm 34,000 322 34,000 88,000
Fishing Tools & Service 273 Q0 3z []
x ™ 224 0 324 0
i Lsbor s 10000 328 290,000 210,000
Campeny Supervizion us q a2 o
Contract Supsrvision 27 153.000 327 70,000 223.000
Testing Cashg/Tubing 228 10,000 328 10,000
Mt Lopging Undt 2 54000 220 56,000
Lopping 230 500,000 330 500,000
Pert 9 Sarvices 31 7,000 IN 189,000 187,000
Stmulaton/Treaiing 4 332 4,000,000 4.000,000
Complstion Unit QJ 333 125,000 125&
Svatticg Uni g 14 o
Rentais-Sufacs as 176,000 335 ZT5.000 453,000
Raniais-Subsurface 238 202,500 338 55,000 257 500
TruckingF ok IURg Wobgizaton il 00 W7 Eo  _ psm
Wakding Services b= 5000 338 5,000 10,000
Watar D 235 0 e 195,000 185.000
Piug to Abaadan 240 0 340 g
Seiamic Anslysis F1131 g 3 0
Llosed Loop & Environmentsl 244 170,000 344 5000 175,000
A 242 0 342 Y]
Co 243 B7.000 343 50,000 N7.000
TOTAL INTANGIBLES 4,028,500 5,780,500 9,820,000
IANGIBLE COSTS
Surtace Casing 01 17,000 17,000
s 402 500,000 509 508,000
Production Casing o 503 135,000 135,000
Tubing_ 0 04 85,000 85,000
y " 405 24,000 505 34,000 58,000
Pumping Lint U boR 1500 115.000
Prime Mover o 57 0
Rods. 0 508 55,000 85,000
Purps 0 &9 35.000 35,000
Tanks o 510 100,000 160.000
Flowinsd g 51 50,000 0,000
Healer Treater/3aparator ¢ 512 80,000 B0, 000
Emciricl System ¢ 513 [
- Pakere/Anchars/Hangers - Atd ‘0 514 - 95,000 8.000
Louplng#Fittings/Vavas 415 0 513 200,000 200,000
Gas ComprossorsMeters o 618 3,100 8,100
Dehydrator o M7 0
Injoction PlantCO2 Equipment 0 A4 0
Mizcefiandous 419 g 518 1]
420 14,000 520 50,000 01,000
TOTAL TANGIBLES 560,000 1.023.100 1,583,100
TOTAL WELL COBTS 4 800,000 8,503,500 11 AT 800
COG Operating LLC
Dxte Cropered ARiS
COG Oparaling L1 C
We spprove;
e Working Iestarmand By Travis Newman
Company: Mitchell Cappadonna
By
Printed Name:
This: This AFE is only an estimate. By signing you sgree ki pary your shane
Date: of the actusl costs incarred.



